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TAX FORUM
DOROTHEA WATSON, CPA

An income tax deduction for administrative
expenses of an estate is disallowed by Sec.
642(g) unless a waiver of the right to an estate
tax deduction for the same item is filed. Reg
ulations require that such a waiver may be
filed at any time before the statute of limita
tions expires for the taxable year in which the
income tax deduction is claimed. Many factors
can make it impossible to determine at the
time the income tax return is filed whether an
item of expense is of more benefit as an income
or as an estate tax deduction. The estate tax
bracket may not be known when the estate
contains items the value of which is subject
to challenge by the Internal Revenue Service,
such as closely held corporate stock, partner
ship interests, works of art, real estate or oil
properties.
Such expenses can be claimed on both the
estate tax return and the income tax return
with no waiver being filed. Upon examination
of the returns, at which time the comparative
tax rates will be known, the required waiver
can be filed if it is advantageous to do so, or
not filed and the deduction taken on the estate
tax return.
Another opportunity for shifting the deduc
tion where it will save the most in taxes is
present since it is not necessary to treat all
items of administrative expense in the same
manner. In fact it is not necessary to treat all
of one expense amount in the same manner.

Moving Expenses
Two recent releases of the Internal Revenue
Service, Rev. Ruling 65-158 and T.I.R.-754,
concern the tax consequences of reimburse
ments or allowances for moving expenses paid
to employees.
These releases make clear that moving ex
pense reimbursements or allowances for ex
penses incurred by an employee in transport
ing himself, his immediate family and house
hold goods, including in-transit meals and
lodging, are excludable from the employee’s
gross income. However, any reimbursement or
allowance in excess of the amount of such ex
penses actually incurred by the employee are
compensatory in nature and must, therefore,
be included in the employee’s gross income
and must be subjected to withholding of in
come tax and social security and included in
taxable wages for unemployment tax purposes.
It should be noted that for purposes of in
come tax withholding, social security and un
employment tax, “wages” does not include
remuneration to the extent it is reasonable to
believe at the time the payment is made that
a corresponding deduction is allowable as
moving expense.
Reimbursements or allowances for the fol
lowing items are includible in an employee’s
gross income and are wages for purposes of
payroll taxes:
1. The cost of preliminary trips to the new
place of employment to locate suitable
living quarters;
2. The amount by which the net selling
price of an employee’s former home falls
below its appraised value;
3. Fees incurred in disposition of old resi
dence and acquisition of new residence;
4. Charges for disconnecting or connecting
utilities;
5. Expenses of altering and installing rugs
and draperies;
6. Driver’s or auto license fees required by
the state to which the employee moves;
7. The cost of temporary lodging and meals
at the new location of employment; and
8. Other similar type “relocation and dis
location” expense.

Medical Expenses—Estate tax or
Income tax deduction
Medical expenses for the care of a taxpayer
which are paid out of his estate during the year
following his death are treated as paid by the
taxpayer at the time incurred. (Sec.213(d)) To
receive this treatment a statement that the
expense has not been allowed as a deduction
in computing the taxable estate for estate tax
purposes and a waiver of the right to have the
expense so allowed must be filed.
The Regulations require the statement and
waiver to be filed with or for association with
the return, amended return, or claim for refund
or credit for the decedent for any taxable year
for which such amount is claimed as a deduc
tion. Here, also, hindsight can be used to
determine where the tax advantage lies.

Administration Expenses-Estale tax or
Income tax deduction

Double Deduction of Administrative
Expense of a Trust
A double deduction of an expense is even
better than a choice of where to take the de
duction. In the case of administrative expenses
of a trust a double deduction is possible.

A choice of where to deduct an expense,
especially coupled with hindsight, provides
opportunity for tax saving. Yet this opportunity
is available in connection with administrative
expenses of an estate.
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Section 642 (g) which disallows a double
deduction of administrative expenses to an
estate does not extend the disallowance to
trusts.
Trustee fees, for example, have been al
lowed as a deduction in computing the taxable
estate for estate tax purposes and also allowed
as a deduction in determining taxable income
of the trust. (M. E. Burrow, (CA-10) 64-2
USTC #9554, 333F.2d 66)

or Judging Management Decisions” appeared
on page 7 of the December 1964 issue of
THE WOMAN CPA:
“Dear Miss Royal:
At a session sponsored by Marguerite
Reimers, Education Chairman for Seattle
Chapter ASWA, your ‘rebuttal’ to Mr.
Pilié’s address was discussed in detail.
Marguerite suggested letting you know
that the consensus commended and favored
you all the way.
My own reaction had a phase beyond
the subject matter itself. It has been my
contention that THE WOMAN CPA by
its very title implies the publication to be
a medium for presentation of the woman
accountant. As such, articles by men weaken
that purpose—regardless how meritorius their
material. However, your response to Mr.
Pilié justifies to me his inclusion in the De
cember issue.
Would that more of us (including me)
were alert and responsive to such chal
lenges. If seems a worthier way for women
to reach for professional recognition than
thru mere militancy.
Sincerely,
(s) Ida K. Ezra, CPA.”

Tickets to Events Sponsored By
Charitable Organizations
On June 30, 1965, the Internal Revenue
Service issued T.I.R. No. 747 which lays down
rather clear guidelines covering the deduction
as a charitable contribution of the cost of
tickets to events sponsored by charitable or
ganizations.
The Revenue Service emphasized that to be
deductible as a charitable contribution, a pay
ment to or for the use of a qualified charitable
organization must clearly be a gift, and that
donative intent and absence of consideration
are essential requisites of a gift. The receipt of
consideration in the form of tickets of admis
sion or other privileges in connection with pay
ments of the kind here in question raises a pre
sumption that the payment is not a gift. The
burden is on the taxpayer to overcome the pre
sumption by showing that a clearly identifiable
part of the payment does qualify as a gift to
or for the use of charity. In any case, only that
portion of the payment which was made with
the intention of making a gift and for which
the patron received no consideration can be
considered a charitable contribution.
Charitable organizations can assist taxpayers
in establishing their deductions. To do this, the
amount properly attributable to the purchase
of admission or other privileges and the amount
being solicited as a gift should be determined
and announced in advance of solicitation. The
respective amounts should be clearly indicated
on the ticket or other evidence of payment.
The mere fact that the tickets or other priv
ileges are not used does not entitle the patron
to any greater charitable contribution deduc
tion. The test of deductibility is not whether
the right to admission is exercised, but whether
the right was available. If a patron desires to
support an affair, but he does not intend to use
the tickets or exercise the other privileges being
offered with the event, the patron can make
an outright gift of the amount he wishes to
contribute, and not accept any of the priv
ileges related to the event connected with the
solicitation.

A BIT O’ HUMOR THERE!
Betty Loos Roberts
When I first went to work I had a firm con
viction that if you made mistakes you got
fired! Consequently, I always carried my mis
takes home with me every night in my purse
—so no one would be any the wiser!
I started with a trucking firm just as they
were involved in taking their annual inventory.
When I was told to inventory the tires for the
fifth wheels I raced from building to building,
up and down ladders, only to be told each time
that they had been moved to some other loca
tion. When I finally reported back to the pres
ident that I had been unable to inventory the
tires because they kept “moving them”—he
could no longer contain his laughter. Much to
my chagrin I then learned that the fifth wheel
is that part of the tractor to which the trailer
is hitched!
Wanting to be really efficient on my first
job I made it a practice to put my initials, BL,
on the lower corner of each invoice after I’d
checked it. One day there was an extra amount
of commotion and when I asked what was
going on they said they were all looking for
a large number of missing bills of lading. I
asked how they knew they were missing and
was told that the shipping department always
put BL on the invoice when the bills of lading
were prepared. Of course my “efficiency” ac
counted for the missing bills!

REFERENCE—DECEMBER 1964 ISSUE
The following letter was addressed to Juli
anna Royal, CPA, whose article “Reviewing
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